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Good afternoon,everyone. I’m Mike C o ffe y (ph)
ManagingDirector of Investor Relationsfor SBC. On behalf
of ourmanagementteamandeverybodyatSBC, welcome.It’s
greatto seesuchagood turnout today.Pmdelightedall ofyou

couldattend.

We have a very fast-pacedagenda this afternoon with
presentationsfocusedon our executionandthekeyopportunity
areasaheadfor SBC. And ofcourseattheend,we’ll havetime

for yourquestions.

Beforewegetstarted,let nsecovera coupleof items.First, we
have supportpeopleherein the roomaswell asback therein
the lobby. If you need assistancewith anything - phones,
messages,et cetera,pleaseaskandwe’ll be happyto helpyou
out.

Second,let mecover ourSafe Harborstatement.Information

set forth in this presentationcontains financialestimatesand
other forward-lookingstatementsthat are subjectto risks and
uncertainties.A discussionoffactorsthat mayaffect futureresults
areavailablewith the SecuritiesandExchangeConunissionin
SBC’sfilings. SBCdisclaimsanyobligationto updateandrevise
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statements included in this presentation based on new
information or otherwise.

At thispoint,it’s my pleasureandmy honor to turn thepodium

over to SBC’s Chairnsanand Chief Executive Officer, Ed
Whitacre.Ed?

Edward Whitacre - Chairmanand CEO - SBCCommunications
Inc.

Thanks,Mi k e (ph) ,andgoodafternoon,everyoneandthanks
for coming today.We really appreciateit, andwe appreciate

yourinterestin our company.

I think nsostof you got an umbrellafrom SBC. My adviceis
don’topenit becauseit’s probablygoingto collapse,right?That’s

a subduedandlatelaugh.

We dohavea lot of goodinformationto covertodaywith you
andwe do have two hours to do it in, so let’s get right to
business.For the first time in a long time, thelight at the end

of the tunnel is looking to SBC more like daylight than an
oncoming train. That’s the bestanalogywe could see is an
oncomingtrain. We obviouslyhave somechallenges,but we
do havealot ofpiecesof our businesscomingtogether.We’re
executingwell andwe havesubstantialopportunitiesaheadof

usincludingopportunitieson thecostside.Theexecutiveswith
us todaywill tell that story, andtheywill tell it in a convincing

manner.It is agoodstory.

RayWilkins, who heads up MarketingandSales,is going to
cover our revenueinitiatives and the consumerand business

marketsincluding theprogresswe’re makingin the enterprise
space.Ray,standupandlet everybodyseewho you are.John

Atterbury headsup our Wireline Operations- he’s going to
updateyou on costandservice initiatives. And Stan Sigman
who heads up Cingular Wireless is going to cover the
outstandingprogresswe’ve madein wirelessthis year,and he’s

goingto giveyou alook atCingular’sgameplangoing forward.

Wealsohave our othertop managementfolks heretoday,and
I’d like to introducethemandlet thembriefly standsoyou can
visit with themif you have an opportunity.The Presidentof

SBC, Bill Daley; our Chief Financial Officer, Randall
Stephenson;Jim Ellis, ourGeneralCounsel;JohnStankey,our

ChiefInformation Officer who heathup our IT Operations;
KarenJennings,who’sin chargeofCorporateCommunications
andHumanResources;ForrestMiller, who runs Corporate

Planning;andMike Viola (ph), theTreasurerof SBC.All
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of us will be availableif you want to talk at the end of the
meeting.

I think it’s important to considerthat tunnel I just nientioned.
The lasttwo orthreeyearshavebeenthensostchallengingyears
in our company’shistory. As you certainlyknow, conspetition
hasincreaseddramatically,andthat’sputa lot ofpressureonour

margins.Ourlong-distancearmwastied behindour back,and
that certainly hurt our ability to compete. We have some
regulatorypoliciesthat havereally rockedtheindustrybecause
oflackofclarity orslownessorjustplain old irrational.Thesoft

economyhashurtdemandacrosstheboardfor SBC. And we’ve
hadto dealwith increasedpensionandmedicalcost, and they
put a lot ofpressureon earnings.

Well, if that wasthe tunnel, I saidthere’ssomedaylight ahead.
And here’sthedaylight we see.Wejustlaunchedlongdistance
in our last five states,and that coversnearly20 nsillion access
lines. It’s a key element- long distanceis - in improving our
accessline trends as the results in our other statesshow.

Completingour long distanceapprovalsalsoopensthe doors
for us to expandin theenterprisespaceandwe’remakinggood
progresson that front, andthere’smoreto comeon that front.

CingularWirelessjust turnedin itsbestnetaddquarterin nsore
than two years, and they are aheadon conversionsof the
network.We’realsoon trackwith ourDISH alliance.It should
give our customerbundleanotherbig boost, andwe’re going

to be readyto launchin thefirst quarterof2004.

Sowith that informationasa backdrop,I’d like to makejust a

few basic points. First, SBC does have a clear and focused
strategy,and that strategyis working. We’ve built a market

strategybasedon bundling,andit is generatingpositiveresults.
We’ve aggressivelyrampedupgrowth in long distanceandDSL,
and thoseare key componentsin thebundle. We’ve nudea
commitment to do more in terms of wireine/wireless
integration.Andwe’re determinedto developatruly integrated
videocomponentatSBC for ourcustomers.To drive growth

in bundlesandstrengthenourcompetitivepositionlong-tents,
we said we neededto be more aggressiveon pricing. At the
same time, we took steps to move Cingular to a strong,

sustainablegrowth track.

Whatyou’ve seenin our resultsis thatwe’ve madegood progress
in everyoneoftheseareaseveryquarterthis year. We leadthe
growth - we leadthe groupin growthof long distance.More
thanfive nsillion linesaddedin thefirst threequartersthisyear.

We leadthegroupin DSL growth. In ourlong distancestates,
our accessline results haveimproveddramaticallywith three
straightquartersofsignificantimprovement.Bundledpenetration

with ourkey productshasdoubledrhi~year.Whatevermeasure

you wantto look at- growth,momentum,network,spectrum,
competitiveprofile,Cingular is in amuchstrongerpositionthan

it wasatthebeginningofthisyear.Andour sequentialrevenue
growthhasimprovedthreequartersin a row.

ThesecondpointI want to makeis that SBC’sexecutionlevel
is very high, andwe certainlyintend to keepit there.In DSL,
we have now deliveredsevenstraight quartersof accelerated

growth.Every long distancequarterwe’ve deliveredthis year
hasbeenthebestof any RBOC.At Cingular,we’ve delivered
three straight quarters with substantial improvement in
high-qualitynetadds.And wherewehavelong distance,we’ve

movedtheneedleon accesslines threequartersin a row.

Third, I want to emphasizethat we have substantialareasof
opportunityaheadof us. At thetop of that list is the Midwest
long distance.Welaunchedin Michigan,ourfirstMidwest state,
aboutsix weeksago.And I’m pleasedto report that LD salesin
Michiganare aheadof whatwe achievedover thesameearly
weeksin California. Initial accessline resultsover this period
are also on track with our early results in California. We

launchedour last four Midwest statesaboutthreeweeksago.
Initial salesare extremelypositivethere,aswell.

So,as an early status report, initial resultsfollowing our LD
launchesin theMidwestareencouraging.I expectto havegood
news whenwe report resultsinJanuary,andI’m confidentwe
canlook forward tosolid progressin theMidwest overthenext

severalquarters.

In addition to our nsass market opportunity, long distance
coveragecompletion also opens the door for us in terms of
nationaldataandenterprisebusiness,andwe aremaking a lot

of progressin this area.OurIP backboneandour outer-region
networks are up and running. We’ve built a nationalsales
organization,andthey’vealreadycompletedanumberofmajor
contracts.And we havea hostofinternalinitiatives underway

to addproductsandcustomer-carecapabilitiesto supportgrowth
in this high-endmarket.

We alsohavebig opportunitiesin broadband.We’re reallyjust
getting started in this business, and we will expand our

broadbandfootprint to about80%coveragein thefirst quarter.
We’reon trackto launchour SBC DISH videoservicein the

first quarter,andthat certainlyis goingto furtherstrengthenour
bundle.Cingular Wirelessis aheadof scheduleon their GSM

conversion, and they’ve taken the initiative to significantly
improvetheirspectrumposition.Bothmoveshavebuilt asolid
foundationfor sustainedgrowth.
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So I would like to stressthat we havea lot of opportunity at
SBC in long distance, DSL, DISH, Cingular, and in the
enterprisemarket,andwearemovingforward in all theseareas.

Let me add an important point. We also have substantial
opportunityon the costside of our business,and we have a

numberof initiatives underwayto changeour coststructure
while further enhancingcustonserservice.We have a good,
solid recordon costmanagement.Lastyear, operatingexpenses
in our wireinebusinesseswere downmorethan$1.2 billion.
And throughthefirst threequartersof this year,ourwireine
expensesare downagain. And that’s in the face ofmarketing

initiatives anda hugehurdle front pensionand retireebenefit
accountingchanges.

We havea numberof costprojectsunderwaythroughoutour
operationsthat can havea major impact on SBC long-term.
You canexpectour focus andour executionon thecostside
to be everybit asintenseasit is on therevenueside.

The final point I’d like to makeis that while we executethe
key initiatives that will shapeour future,our cashflow is solid
and we’re committedto returning valueto our owners.We
havetaken costout of the business.Our debtratio is thebest
in thegroup.Sincethelast— sincethestartoflastyear— excuse

me— sincethestart oflast year,we’ve cut netdebtor debtnet
ofcash- excuseme - nearlyin halftojust over$13billion. And
thisyear,wehavereturnedmorevalueto shareownersthrough

dividends.We hada five-centincreasein theregulardividend.
On top of that, over thepastthreequarters,we’ve declared25
more cents in additional dividends. Our cash flow provides
ampleroom,andnextmonthourBoardwill evaluateourpolicy

of returning value to the shareownersincluding the share
repurchaseprogramandthedividend.

So if you’ll let mesumit up, I am moreoptimistic aboutthe

environmentwe’re in than I’ve been in a long time, and I’m
moreconfidentin our abilityto executeonbehalfofour owners.

With that, let me turn it over to Ray Wilkins, our Group
Presidentfor MarketingandSales.I thinkyou will be impressed
with whathehasto say.Ray?

RayfordWilkins - GroupPresident- Marketingand Sales- SBC
CommunicationsInc.

Thankyou, Ed.Goodafternoon,everyone.

As Ed pointedout earlier,at SBC we’re executinga clearand
focused strategy — one that really focuses on customer
relationships- keepingthem, regainingthem, and expanding
them. Inherentin this strategyis positioningSBCfor thefuture

by placing emphasison our growthproductsfrom broadband
to IP products to long—distance data, ‘svireless, Wi—Fi, and
entertainment.And whetherit’s consumeror business,it’s all
aboutcreatingopportunitiesfor relationships.And I’ll expand

on that aswego through.

To beginour strategyoverview, let’s takea quick look at the
sequentialtrendsof our wireline revenuestreanis.Our retail
revenuestream is evenly distributedbetweenconsumerand
business,which represents74%of ourtotalwireline revenues.

Wholesalerepresentsabout26%of thetotal.

Looking at thelast 12 months,we’veplaceda lot of emphasis
on improving our revenuestreanis.And whenwe look atthe

sequentialrevenuethis year,weseesignificantimprovementin
consumerand more importantly in business.This hasdriven
positive growth for two of thelast three quarters.Duringthe
sameperiod,our wholesalerevenueshave remainedbasically

flat. This really shows that our overall strategiesare beginning
to drive theright typeofmomentum,whichallowsus to begin
to grow revenuesin thefriture.

I’m going to starttodayby reviewingour consumerstrategies,
and then we’re going to spendmore tinse on the business
marketplacewheretherearehugeopportunityfor usandwhere
we’re goingto bevery successfulgoing forward.

As you know, we’ve experienced a highly competitive
environment over the past few years. In analyzing this
environment,we foundthat 72%of our customerswho left us

were doing so for what they believed was a better offer.
Therefore,we reallyneededto executea strategythat gaveus
abetterpositionin themarketplace.Weknewwehadto capture
thecustomer’sattentionwith compellingoffers that really put
us on par with the competition.

Thisapproachreally reflectsaconsciousdecisionto reduceprices
todayin orderto retainour customers,andthenbuild on those
relationships over their in-service life by implementing a

bundlingstrategythatpositionsus for thefutureratherthanjust
for today.At the sametime, we increasedour advertisingand
developedexpandedsales channels.All the while, we also
focusedon deliveringsuperiorserviceto our customers.

Ourresultsareprovingright on trackandparticularlywith access
lines and our growth (ph) products.And as a result,we’re
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seeingsteadilyandsteadyimprovementin our revenuestreams.
In thetwo regionswherewe’ve hadlongdistance,we’reseeing

significantimprovementasaresultofour overallstrategy.Access
line losseshave improved for threestraightquarters,and from
the secondto the third quarter,our consumerline losseswere
32%lower in theSouthwestand39%lower in theWestwhere

we’ve beenin long distancefor only nine months.

This givesus a lot ofoptimism aswe look to theMidwest. The

Midwest represented64%of all ofour wireline accessline loss
in the third quarter largely becausewe couldn’t offer long
distanceaspartof ourbundle.Consistentwith thereductionin

retail accessline losseshasbeena significantreductionin resale
andUNEPlinesin theWestandSouthwest.In fact,Southwest
has been negative on UNEP growth for two consecutive
quarters.

During the same period, our trends in the Midwest have
remainedbasicallythesame;however,asI’m goingto point out
in just a minute, it representsa key opportunity as we really
enterlong distancehere.But first let’s takealook athowwe’re
doingin consumerlong distance.

We’veadded4.1 million consumerlinesin thefirst threequarters
of 2003 comparedto 90(1,0(X) in all of 2(X)2. In fact, every

quarterthis year,we’ve deliveredthebestcombinedconsumer
and businesslong distancenumbersof any RBOC, and our
secondquarterwasthebesteverby a regionalBell.

Asyou look atourpenetrationrates,we’veachieved32%in the
consumermarketin Californiain just ninensonthsand54%in

Southwestin just over threeyears.We believe that that same
kind of successcan be repeatedand even surpassedin the
Midwest. Here’s a look at the LD adoption rates in the five

Southweststatesand in California. And as you see,we do
extremelywell in thefirst fewmonthsafter launch.And we’re
not slowing downright now on theadoption rates in any of
our states.

Our trendscontinueto bevery strong,andwe’re seeingvery
good upwardmomentumacrossthe board.That’s why we’re
beingvery aggressivein our Midwest launch, and I’ns pleased
to tell you, asEdpointedout earlier,that in Michiganwhere
we’ve beensellinglong distancesinceSeptember21, we’re off

to a fasterstartthan California oranyof our Southweststates.
The futureis lookingreally, really bright there.

Our successin long distancehasalsodriven increasedaverage
revenueper user. In fact, in our long distanceregions,we’ve

increasedARPUby 6.2%.AndtheMidwestreallyhasremained
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flat. As we enterlong distance in the Midwest, we have a
tremendousopportunity to increaseARPU andto win back

thecustomerswe’ve lost. Here’s theopportunitywe see.

If we reducethecurrent22%UNEPnumberin the Midwest

to 13%wherewe currently are in our otherregions,we have
an opportunity to generate$550-$650million in incremental
revenue as a result of increased accessline win—back and
increasedARPU. Ourjob now is to executeon that strategy,
andas I saidearlier,we’re doingjust that in theMidwest.

Another key position for SBC is to becomethe broadband
leader.As you know,we’ve puta lot ofemphasison becoming
the country’sbroadbandleader.And while we areclearly the

largestDSL provider,webelievethatwithin our footprint,we
areatparodywith cablemodem.Our numberstell the story.
We’ve hadseven con.secutivequartersof acceleratedgrowth
resultingin 10%penetrationoflocationsp as s ed (ph) overall,
andCalifornia is at 13%penetration.Andwe’re continuingto
increaseavailability, moving to 80%of homesandbusinesses

broadbandcapableby thefirst quarterof2004.

But there’smoreto the storybecausebroadbandhasmultiple
impacts.First,DSL is highly retentive.Itlowersaccessline churn

andincreasesARPU. It positionsus to competein voice-over
IP asthat technologydevelops,andit gives us theopportunity

to leverageour relationshipwith Yahoo! to drive increased
ARPU throughpremiumserviceslike gaming and personal
communicationportals.

At the sametime, our approachpositionsus to continueto

broadenour relationshipswith our customerswhile meeting
their technologyneedsof today and positioningourselvesfor
the future.Todayour userstypically get downloadspeedsof
about1.5 megabitspersecond,whichaccommodatesalmostall
of thedownloadspeedsof currentapplicanonsandservers.

Butwe alsohavetheability to offer four to six megabitsto about
50%of thelocationspasse d (ph) today.Thebottomline is
that we have the ability to meet future requirementsfor
application.sat increasedspeedwhenthe needarises. So let’s

look athowwebring all of this together.

Thekey, ofcourse,to ourstrategyis to bundle.Andweadopted
thensantra,“Nobodybeatsourbundles.”Thesechartstell the

story- 68%of all ofour customersheldsomeform ofabundle.
At thesanietime, we’ve increasedthepercentageof customers
who haven’tbundledthat include a keygrowthdriver suchas
DSL or longdistancefrom 19% in thefourth quarterof 2002

to 36% in the third quarterof this year.Thesebundlesalso
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includeCingularWireless,andasStanSigmanis goingto point

Out a little bit later, it’s a keydifferentiator,andwearenowone
of Cingular’slargestchannels.In fact,we’re secondly— second

only to Cingular stores.

But we’re not through yet. Our next step is to add
entertainment.Ourplanis to integratevideoin thefirst quarter
of 2004aswe addSBCDISH. Ouragreementgivesus pricing
flexibility, andmore importantly, we’ll managethe customer

relationship.We’ll also gain additional market advantageby
enablinginteractivity throughajoint DSL videoset-topbox.

Let mequickly updateyou onour progress.We’vesettheprice,

our salesplansare in place,billing and orderingrequirements
arecomplete,projectswith duedatesover thenext60—9(1 days
are on schedule,andwe’re setto launch in the first quarterof

nextyear.

Finally, onequestionI alwaysgetaskedaboutbundlesis, “Does
it really payoff?” Well, theansweris, “Absolutely.” As you add
additionalproductsto thebundle,the inspacton retentionis

enormous.Longdistancealonereducestherateofchurnby 9%,
DSL lowers the churnby 61%,and put thetwo togetherand
you’ve cutchurnby 73%.

This is the future of telecom. And we believe that we’re
positionedwith thebroadestportfolio in themarketplace,and
we’ve plannedto be a significantplayer in the future. Let me
wrap up the consunserinitiativesby remindingyou that our
approachreally reflectsaconsciousdecisionto takesonsemargin
concessiontodayin orderto retainourcustomersandthenbuild

on thoserelationshipsovertheir in-servicelife.

Nowlet’s takealook atbusiness.Thebusinessmarketplacereally

representsa key opportunity to SBC for a variety of reasons.
First, the total opportunity here is $140 billion of which our
shareis only about10%.But our currentmarketsharehasbeen
greatly influencedby our inability to fully competedue to
regulatoryrestrictions.Nowthat we areno longerconstrained,

ourstrategyis to competeaggressivelyin everybusinesssegment.

So let’s look athow weplanto executeon this strategy.First,
smallbusiness- smallbusinessis an $1 I billion opportunity,and
we currently have about32%market share.I’ve brokenthat

revenue down by product, and as you can see, the biggest
opportunitiesare in wireless andlong distance. But I really
believethemostsignificantitemon this chartis our 68%nsarket
shareof localvoice becauseit reallypointsto existingcustomer

relationshipswhich is atremendousmarketadvantagefor us as
wego after long distancevoice anddata.
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Our strategyis to build on existing relationshipsby offering a

wide variety of services and products that can easily be
customizedinto bundlesaccording to the customers’needs.

We’ve tailoredmanyof our productsto small businesslike our
new Yahoo! BusinessEdition Portaland BusinessUnlimited
which providesunlimited localarid LD callingfor under$60 a
nsonth.We alsoprovide integratedaccessservicewhichallows
small andmediumbusinesscustomersto put all of theirservices
on aconvergednetwork.Andwe’restimulatingthemarketwith

adsreally directedatsmall businessesto ensuretheyunderstand
that we have thebestoffers in the marketplace.

We’realsoexpandingoursalescoverageby assigningsalesreps
to morethanhalf-a-millionsmall businesscustomers,giving us

morefrequentcontactandgiving themasingle inroadinto SBC
for all oftheirneeds.And thatincludesface-to-faceconsultative
salesif appropriate.The resultofall of this is a 50%increasein
long distancepenetrationratesfrom thefirstquarterofthis year

to thethird quarter.DSL saleshaveclimbedeverysinglequarter
andwin—back ratesin thesmall businesssegmenthaveincreased
from44%in thefirst quarterto 57%in thethird quarter.

Now let’s take a quick look at mediumbusiness.Again, our
existingrelationshipsgiveusanadvantage.Wehaveadominant
shareof local voice,but theupsidein long distance,wireless,
and in the medium businessmarket particularly, managed

services.We’re doing a lot of capturethat opportunity. Our
approachhere is a three-prongedapproach.First, compelling
offers on strategicallysignificantproducts,which giveus a strong
foothold with thecustomer,andthenweaddadvancedservices
that give us apoint of differentiation.

Finally, we are matching our portfolio with increasedsales
coverage.We’reusing comprehensivecustomersegmentation

studies to approach each customerwith recommendations
specific to their industry. As for results, our growth rates in

mediumbusinessfarexceedthemarketnormsin importantareas
like franserelayanddedicatedInternetaccess.And ourorders
on nsanagedservicesare up 21% from the first quarterto the

third quarterofthisyear.

Now let’s takea quicklook atseveralkeyverticalmarkets.The
key vertical marketsfor SBC aregovernnsent,education,and
medical becausethey are basically regional in nature.These

segments have a tendency to outsource to equipment
manufacturersand systems integrators for their network
integrationand C PE (ph) needs.However,we seethis as a

keygrowth opportunity for SBC especiallyaswe aggressively
go aftermanagedservicesbecauseof our existinglocal voice
relationships.
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Our strategy here is to deliver customized and specialized
solutions, manyof whichare drivenby currenteventssuchas

the need for insprovedsecurity due to the threats on their
network, Oneexampleofourrecentsuccessin theGEMspace
is a $210million six—yearcontractthatwesignedwith theState

of Michigan to nsanageall of the State’stelecommunications
network. And earlier this year,we were recognizedby the
industryanalysts,Frost& Sullivan, for ourinnovativesolutions
to healthcareissues.

Now let’s talk aboutenterprise.The fact is, whenit comesto
opportunity,largebusinessis themostexcitingsegmentto SBC.
Hereyou seeour end—of—the—yearsharefor severalkey service

areascomparedwith thetotalU.S.market.We haveadominant
sharein localvoice,andthat meansthat for yearswe’ve hada
long-termrelationshipwith manyofthese businesses.In fact,
244 of theFortune5(X) areheadquarteredin ourfootprint.

We havestronglocal relationships,andwe reallyknowhowto
treatthenation’stop-tier companies.Ourinability to offer long
distancehas really preventedus front servingthese customers
beyondtheirlocal needs.Butwith theregulatoryreliefandthe

capabilitiesthat we’ve built in recentyears,we can now grow
theserelationshipsandpursueadditionalenterprisebusiness.

Now let’s takea quick look attheportion of thisbusinessthat

we’rereallygoingafter.We believethe$34billion opportunity
on this slide is a realistic targetfor SBC to pursue.It represents
theopportunitywith only thosecompaniesthathavea majority
of their locationswithin our footprint or within the30 cities

wherewe areimplementingourout-of-regionstrategy.

Now that’s not to say that we won’t be pursuing other
opportunities.But it doessaythat this is reallya sweetspotfor
SBC and reflects our capabilities and infrastructure today.
Becauseof themanyexistingrelationshipswe havewith large

businesses,we understandwhatdrives their teleconsspending
decisions.First, they’re doing more with less, so there is the
profitability driver.Next, theyhaveto bepreparedfor theworse,
sobusinesscontinuity,disasterrecovery,andsecurity are key

drivers.And finally, improvingcommunicationcapabilitieswith
partners,suppliers,andcustomers- the relationshipdriver is

huge.

At thesametime, thereare importantindustrytrendsthat are
driving the marketplace. One of the most significant is
conversions.Whenyou talk to CIOsofnsajorcompaniestoday,
one of the first thingstheymentionwould beIP servicesand

their need to really convergetheir voice anddata networks.
Convergenceis ideal for severalreasons,prinsarily becauseit

allows enterprisebusinessesto puttheir longdistancevoice on
a datanetworkand reducetheiroverall cost.SBC is in a great

position becausewe have every incentive to help customers
make theleap. And what’s more,we’re onceagainexpanding
on existingrelationships.

Other trendsin thensarketincludeanever—increasingneedfor
bandwidth,newandefficient tooLs,andtheneedfor qualityand
reliability. At thesametinse, resourcesarestretched,bothhuman
andcapitalresources,sothesecompaniesarelookingto minimize

upfrontcostsandareincreasinglyturningto compslike SBC to
deliver advancedserviceson a managementbasis. The good
newsis,managedservicesreally fits oneof ourkeystresses:the
experienceand expertiseof our people.We have the most
talentedand prudentialteam of professionalsanywhere.We

have 4,3(X) holding advancedata certification.We also have
industry leadingpartnerslike Cisco, IBM, EDS, andHP and
wesupportall of thiswith theindustry’smostaccomplishedand
respectedappliedresearchorganization,SBC Labs.At thesame
time,we’vealsoexpandedour globalaccountsorgfrom 400 to

2,0(X) accounts.We’ve addedsalespeopleandsupportpersonnel
to deliver thelevel of serviceenterprisecustomersrequire,but
we don’t stop there.We havein placetoday,a powerfuldata
and IT backbonethat work to connectour in-region to our

out-of-regionfacility. OurATM andframe-relaybackboneand
our Layer-3 IT network are now operationaland they are
carrying customertraffic as we speak.We have a national

presence.

Now let’s take a look at what we’re delivering over those
networks. Here’sa quick look atourportfolio. Keepin mind

that from a service delivery standpoint, we believe that
long-distance is really the easiestpart. The tough part is
providingpowerful andreliable serviceatthe local level, and
that’sbeenourstressfor anumberofyears.Ourtransportoptions

go from DS1 all the way to multi-service optical networks
o n line (ph) which canscaleup to 160 gigabits/secondand
more. And we now provide anyand all of our serviceson a
managedbasis.

Here’sa short list of whatwe provide today. I will emphasize
that we’re delivering a wide range of IP service options,

including the hostedIP communicationsservices thatis on
denionstrationoutside.We havepowerful,reliablewebhosting
solutions.We haveoff-site storageareanetworks,andwe can

deliveralmostanyservicethroughourstate-of-the—artInternet
data centers.Also, this portfolio stacksup well with anyonein
theindustrytoday.Ourfinal areafocusaswe evolveto thebest,
to serveenterprisecustomers,is to makeit easierfor customers

to do businesswith us. As you know, enterprisecustomers
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absolutelyrequirethingslike bffling flexibility, singlecontracts,
customer service, and a single-minimum annual revenue
commitment.They won’t outsourcea single piece of their

businessto a companythat can’t deliver all the thingsyou see
here.AndSBC candeliverthemall. And wedeliver themtoday.
Thebottomline inenterpriseis, wehavewhat it takesandwe’re
hereto stay.

Letmewrapupwith acoupleofrecentexamplesofhow we’re
deliveringnationalproducts,includingvoice anddata services
in andout of region, to customerswith nationalneedstoday.
Theseexamplesinclude major financial, industrial,and retail
companies.First, we recently closeda $350 million, 5 year

contractfor a nationwidefranse-relaynetworkthatencompasses
4,0(X) sitesand 11,0(X) routers.Anotherexample:a $9million,
3 yearcontract,with a companyheadquarteredout-of-region
but with asignificantpresencein—region.It requiresa 580 site

franserelaynetwork. Twomore:a $10 million, 3 yearcontract
with a companywith 6 locationsin 6 states,5 of thosestates
thoughare out ofour region.The contractincludesa 221 sites

franse-relay network plus we consolidated 1(X) individual
agreementsinto asinglecontract.And finally, we closeda $10
million contractwhichincludesa 1(14site frame—relaynetwork
with V S3 (ph) connectivity.In addition, we signedw/ this

companyaseparate$18mil contractfor voice services.As I said,
we’re moving aggressivelyup-market,andyou can expectto
seemoresuccesseslike thesein thensonthsahead.

I know we’re aboutout of time, but I want to summarizeby

remindingyou that in consumer,our strategyis theright one.
It’s customervalue and relationshipsthat deliver increased
long—termrevenue.Wehavemomentunsandit will continue.

In business,we have up-side opportunity in every business
segment.And we’re leveragingour existing relationshipsand
recentregulatoryfreedomsto win in all segments,particularly
up-nsarket.Andweintendto beamajorplayerin everybusiness
segmentfor a long time to conle. SBC’s future is very bright,

no one’smomentumis strongerandin thecomingquartersand
years,you’re goingto seethemomentumthat we talkedabout
todaytranslateinto growingrevenueandearning.

Now I’d like to introduceJohnAtterbury,whowill discussour

keycostinitiativesandsomeof thegreatthingsthatwe’re doing
to betterserveour customers.SoJohn?

CCBNStreetEvents

JohnAtterbury Ill - GroupPresident-- Operations- SBC

Thankyou, Ray. Goodafternoon.I’d like to spendthe next
fewminutestalkingabouthow SBC is deliveringgreatservice
to our customersandat thesametime,reducingour cost.You
just heardRaycoverall theexciting initiativeswehave on the

readyin our salesandmarketinggroups.OnceRay’sgroupsells
aproduct,it’s up tothew i d e ii n e (ph) organizationto deliver
them.And we take thatjob very seriouslybecauseexceeding
our customerexpectationsis key to retentionandgrowth.And
we’redoing very well. Wehavesolid customerservicemetrics
that continueto getevenbetter.

Today, we consistently meet or exceed our due date
consmitmentsfor new voice-line installationsand our repair
timesaredeclining,andthat’sa goodthing.Thesameholdstrue
for ourinstallationsonly datasite. Ourbig datapipesarevirtually

alwaysinstalledon time, andtherare caseswhentheselines are
down,we cut our repairintervalsby 30%.DSL is anotherarea
wherewemakereallysignificantprogress.Now,virtually all of
our customersare getting theirDSL installedon time, in five

businessdays,downfrom tenbusinessdaysin 2(X)l. And that’s
especiallystrong when you realize that daily, order volumes

have doubledover thesametime periodand our repair times
havebeencutin half

While our internal metrics are strong, what really mattersof

courseis what thecustomerthinks.The top line on this chart
in blueshowsthegradestheygiveus continuetotrendupward,

andweplanonmaintainingthatmomentum.Along with acost
initiative that I will talk aboutlater,we’ve launchedanimportant
companywideserviceinitiative to makeourserviceevenbetter.
It covers everything from servicerep training, to important
billing enhancementsto bettercommunicationon no fieldwork

orders.

The really good news here is we are improving service and
productivity at thesante time. For example,the orangeline
showstheaveragenunsberofsuccessfuljobs completedby our

field techniciansin an8 hourshift. You can see that we have
steadyprogress.Now that’s a brief look atour service,let me
just re-emphasizethat we are focusedon delivering excellent
customerservice. We’ve investedtime, talent,and sufficient

resourcesin taking care ofour customers.That’s our heritage,
that’s ourcomniitnsent,andit continuestoday.

Now let’s talk aboutcost.Sincemost of our costs are in the
w i deli n e (ph) business,that’swherewefocusedmostofour
energies,andthat’swhereI will focusmy remarks.Yearto date,

cashoperatingexpenseshavetotaled$24billion for SBC, 75%
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of thoseare in the wireline. As Ed mentioned, SBC has a very

solid track record when it comes to driving costs out of the

business. It’s been a constantfocus for us, ever since the
P ac - T e 1 (ph)merger.Lastyear,thetopline beganto change

quickly. The economy was weak, the competition was
intensifying,andwewereaffectedby thebankruptciesthatwere
mountingacross the industry. As a result, we focusedour

attentionon driving outmore costsofthebusiness.

We developedbasicallyatwo partstrategy.Firstwe focusedon
off—setting theimmediatepressureon thetop line; we became
very aggressiveon our short termcost reductionproject. We

call this “the low hangingfruit.” Second,we continuedto attack
thelongertermcoststructureandwefocusedour attentionon
reinventingandrebuildingourprocesses,ourbusinessfunctions

and ourtechnologyplatforms.

First,let’s look atwhatwedid to offset revenuepressuresin the
short terns.Overthelast year,we’ve takennearly$1 billion out

of operationsandsupportcost.We accomplishedthis whilewe
werestill investingin thebusiness.For example,advertisingin
thewireine businesshasgrown 77% year-over-yearand we
beefedup bothofourmarketandsalesforces.Theseeffortshave
focusedon aggressivelypenetratingservices,like LD andDSL.

Which thoughthey requireless capital expenditure,the have
lower marginsthan ourtraditionalvoiceservices.We’ve offset
a lot of this initial expenseby reducing~ur operationsand
support groups.In fact, we’ve reducedthe wireline force by

28,0(X) ensployeesover the last two years by aggressively
matchingforce andloadandproductivityinsprovements.Going
forward, forcedreductionswill acceleratefrom recentlevels

primarily throughattrition. We’ve alsoseenreductionsin bad
debt; it’s down41%with a largepercentofit beingdrivenby
theWorldCom bankruptcyearlier in 20()2.

Finally, we’ve attackedthenon-wagerelatedexpenseandyou
can see someof theseresults on the next slide. We reduced
consultantand contractorservicesby nearly$250 million over

thelast year.We wereableto savenearlyanother$190million
by reducingtravel, laptops,cell phones,right-to-usefees,and
energycosts.We’vebeenalmostfanaticalabouttheseshort—term

initiatives. Evena seeminglyminor changelike usingrecycled
tonercartridgesandprintersratherthannewhavesavedus alot
of money. Our ensployeeshave donea superjob of being
resourcefulandcontributingin both big ways andsmall ways.

The short term effortsare important, but obviously, we need
to dig alot deeper.We nsusthavea coststructurethatyields far
more operating efficiency. So across the entire wireline
organization, we’re standardizing technology to simplify

operations. We’re consolidating centers; we’re eliminating
regionalbarriersandmigratingto standardsOSplatformsacross

the nation. We’re also developing new flinctionalities and
enhancingtolls to becomemoreproductiveandefficient. We’re
automating andmechanizingprocessesto optimize workflows

and we’re sheddingcoststo I V R (ph) andto theweb.

We’re working on literally hundreds of projects, andthenext
fewminutes,I wantto coverahandfulofthemwith you. First,

our call centers. We told you we were pursuing call center
efficiency andnow that it’s startingto really kick in. Our call
centers are a big opportunityfor us for two reasons. First, their

sheersizepresentrealscaleopportunities.Second,call centers
representakey customertouchpoint. In fact,our centershandle

more than 2(X) million customer calls annually,andthat’sboth
inbound and outbound. So fine—tuningour processescandeliver

big servicequality andcostbenefits.

Here’s what we’re dong. We’re moving to state—of—the—art
systemscompany-wide.For example,we’re developing a fully

integrateddesktopthat will improveourcustomerrestefficiency

by giving themeverypieceof customerinformationthey need

in one database.We’re also standardizingtechnologiesand
processesin turn, reducing training time and support costsand

will improve by automatingfunctions.For example,we begin
to incorporateconingedgespeechrecognitiontechnology.This

will help direct calls to the rep who can best handle the
customer. Finallywewill consolidate.Rightnow,wehave2(X)
centersspreadacrossthe country,theyvary greatly in sizeand

there’salot ofduplication.Sowewill beeliminatingnearly1/3
of these locations. And this will reduce the amount of new

technologywe have to invest. The payoffof theseefforts is
significant.It will shednsillionsof calls,makecustomershappy,

improve efficiency and also generate additional revenue.The

first stateprimarily involvesourconsumercallscentersbut some
of ourbusinessand credit andcollections.

In addition to the sales calls centers,we’re alsofocusedon our
network service operation centers. Our network service
operationsconsolidationproject is our biggestsingle project.

Right now, we have about 5(X) network centers,down from
600about18 monthsago.Andthesearethecentersthatdispatch

our installation and repair techs as well as handlethe design,

construction,and surveillanceof our network.We have these
centers acrossour 13 states,they vary in sizefront 10 peopleto
hundredsofpeople,andcurrently,theyarenot uniform.That’s
what we’re changing. Our goal is to make all of our centers
consistent,to look and operatedthe same way regardlessof
location. At the same time, we want to get rid of overlap and

redundancies.One critical part of this involves tran.sitioning
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over toa single suiteofoperationalsupportsystems.Ultimately.
we’ll beableto substantiallyreducethenumberof centerseven
morethanwe havetoday.

Solet’s look ata fewexanspiesofcenterconsolidation.First our
customerservicebureaus.Thesearethecentersthathandleour

consumerandsmallandmediumbusinessrepairandmaintenance
calls. These centersare still organizedregionally, with each
region using their own legacysystemshandprocesses.The
regionalapproachhasworkedwell in thepast,butnow it makes
senseto migrateto a nationalplatform. So we’re establishing
nationwidenetwork customerservicebureaus.This will allow

us to standardizeoperations,reducethe numberof custonser
service sites, save millions of dollars and improve customer
service.We’ve alreadyreducedthenumberofsitesby 40%since
2002 and we’ll connect the nine remaining centers by

implementing one common trouble entry system and
implementinga standardscustomerinterface.This will give us

the capability to share workloads across time zones and
geographiesin instanceswherewe needto nsanagepeaktime
calls and weather-relatedvolumes. And we’ll have the
redundancywe needin theeventa centerbecomesinoperable
due to a disasteror even apowerfailure. The nationalservice

bureau will be in place next year. By the way, we are
approachingthis project realcarefully. Our goalwas to avoid
building new buildings while minimizing severancecostsand
weareaccomplishingthat.

Now, let’s look atourelectronicswitchingadministrationcenters
(or ESACs). Thesefacilities areresponsiblefor thehighestlevel
of technical support within our regions. They perform
emergencyrecoveryandoutagerestoration,handlethetesting

andanalysiswhenthere’sbeena critical serviceinterruptionand
theyensuretheintegrity of thenetworksoftware. Until now,
eachof ourregionshasnsanagedby usingtheirown technical
expertiseto maintaineveryregionalsystem.So here,we’realso
movingto a nationalplatform.We’reeliminatingtheoverlapping

regional expertiseandwewill sharetheknowledgeacrossthe
enterprise.We arealso reducingour relianceon vendorsand
transferring this knowledge in house. By managing this
nationally,usingour own employees,we can tapinto thevery

besttechnicalexpertiseacrosstheenterprise.We expectthis to
both improvereliability andreducecosts. I’ve givenyou three
examplesofwhatwe’re doing in ourcenters.Now let’s takea
look at someof thethingswe’re doingwith ournew efficiency
toolsandtechnologies.

Our outside plan engineeringteam needs ready access to
thousandsof pole m a ps (ph) , cable records,cableand pair

information,distributionareansapsandconduit records.Asyou

might guess,this is a very time-consumingprocesswith a high
risk oferror.

Sowe’re convertingall out outsideplant recordsfrompaperto
PC. Whendesigningcircuits, for example, engineersusedto
haveto calculatecablefootageanddetermineresistancelossfor
eachsegmentof the cable.Now, theysiniply enterthe cable

and pair informationandthesystemprovidesthedata.

Also, manuallyupdatingcablerecordsusedto takethreeto four
hours.Now, it takesthreeto four minutesbecauseonesimple
entry ripplesthroughthesystemupdatingall our records.This
systemprovidesefficienciesandreduceserrorsandthatimproves
serviceby shorteningintervalsandsavesus money.

We’realso employingnew softwareand technologythat will
leverageourexistingGPStechnologysowe canbettermanage
our field techniciandispatches.Our current dispatchsystem

assigmtechniciansas theybecomeavailableto thenextpriority
job in alargeserviceareabut it looksataservicearea.It doesn’t,
for exaniple,look atwhichtechnicianis closestto thejob based

on the currentlocation, travel routeandtraffic patternsandit
doesn’ttakeinto accounttheskill setsof that employee.

This new systemcreatesthe most efficient dispatchespossible
by analyzingall thesefactors.This will enableus to refer the
highest priority work to the closest technicianwho is best
qualified.This will reducetravel time,particularlyin largecities
like L.A., San Francisco, Chicago and Dallas and boost
productivity becauseit makessure that we’re using the best

talentwe have to handlethosejobs. Annually, this equatesto
30 million miles and 750,0()0 hours saved. Our first office
applicationis in the southwestregion. This month and we’ll
implementthissystensfully in all our enterprisenextyear.

Thenextproject I want to showyou involves enhancingthe
tools we use to manageour 32(X) centraloffices acrossthe
country.This managementdashboardyou seeprovidesa single
sourcefor our managersto obtainkey inforniation regarding
workload, force,alarms anda lot of otherdata.

It is a quantumleap, trust me, from what we had before.A
managercannowlook at this chartandseetheworkload for a

specificworkgroup or anindividual whetherit’s aDS3 circuit
that needsto be installed,providebasicdial-toneprovisionon
aDSL orderorperformroutinecentraloffice nsaintenanceand

theothergoodthingis all levelsof managementhaveaccessto
this datawhich improvesaccountability.
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It’s alsopresentedin a user-friendlyweb format.And beforea
central office technicianrepairs, tests or installs a piece of

equipment,he canpull up a detailed- heor she can pull up
detailed instructions on what they need to exactly do. So
whetherit’s performingmaintenanceon aSS7unit or installing
a card in a. This mayseemprettybasicto you butwe believe

this is goingto bea majortimesaver.

It will helpmanageourforcealot moreefficiently.It will allow
us to increaseour spansof controlswithin our centraloffices
and our network operationscentersandit will improvejob

accuracyandimprovequality ofservice.

All theseprojectsareaboutdriving efficiencyeverywaywecan.

It’s aboutsavingmoneyandnsakingit easierfor customersto
do businesswith us. It’s aboutdriving world-classexcellence
acrossour enterprise.

So that’sabrieflook atwhatwe’re doingto manageexpenseat

SPC. We’ve donea lot so far but in many ways, we’re just
gettingstarted.I’ve just hit a few of the highlights todaybut,
trustme,thescopeofthisis broadanddeep. It’s noexaggeration

to say that we’re essentiallyreinventingour companyaround
thenew reality ofour industry.

We’re throwing out old assumptions,old paradigmsand old
ways of doing business.We’reaskingourselves,whatkind of

coststructureare we going to needto competein the years
ahead.Weknowwe don’thavethat coststructureyetbutwe’re
well onour way andwearegoing to getthereandtheexciting
part is, is that thepayoff is huge.

Thankyou very much.Now, I would like to introduceour
good friendStanSigmunwho’ll updateyou on Cingular.

Internally we talk aboutthis in termsof bestin class.The idea
is to recognizeeachwirelinegroupthatachievesthebestmetric

in any given areathen we hold that metric up as the new
standardthat all theotherwork gmupshavegot to meet.Once
they rise to that level, they we raise the bar. So we have

continuousinsprovementacrosstheenterprise.

Even a modest iinprovensent in these nsetrics leads to
tremendousexpensesavings.For example,a 3% improvement
in ourPOTSproductivitycan saveus $40million annuallyand

I guaranteeyou we’re planningto drive it up alot morethan
3%.

All this helpstheprogranssthat I previously talkedabout.We
see$550 million in costsavingsopportunitythroughour best
in classapproach.Collectively, theselongertermproductivity

insprovementswill save us more than $1.3 billion in annual
capital and expenseby 2(X)6. I want to emphasizethat these
numbersreflect ourproductivitysavingsonly, notanyadditional
savingswe’drealizeby nsatchingforce to loadifloadcontinues

to drop.

Of course,we haveoursightsseton evenmore savingsin the
yearsto come.And that’s becausecost control for us is not a
one-shotdeal but it’s a continuousprocessfront hereon out.
We havemadegoodprogressso farbut it’s not nearlyenough
andwe knowthat andthere’sgoingto bemoreto conic.All of
the new growthopportunitiesRay describedrequire limited

cap cx but they will drive up expense.So we have to do
everythingwe can to drive downthosecosts to helppreserve
our margins and compete in this nsarketplace.It’s especially
importantfor our DSL andLD products.

StanSigmun - Presidentand CEO - Cingular Wireless

Thankyou,Johnandgood afternoonto all ofyou, again.

I’m pleasedto be here to speak about Cingular, about its

operationsandaboutitsopportunities.I hopemostofyouknow
by now, I’m encouragedby the traction we’re getting with
operationsand I’m very optimistic abouttheopportunities in

front of us.

We have the assets,the scale,the financial strengthplus the
advantageof our bloodlineback to SBC andBell South,all of

this is anopportunity that many companiesdon’t enjoy.We
havemadeprogressin mostaspectsof ourbusinessover thelast
year.We turned Cingularinto a good business.We’re still not
right. I know that; but I guaranteeyou that we will execute
relentlessuntil we getthereandwe will.

At Cingular, we’re focusing on four key objectives. First,

maximizinglong-temnsgrowthandprofit. We aredeliveringin
the market today while positioning Cingular for the future.
Second,our GSM conversion.This bring new opportunities,
efficiencies and benefitsso we’re moving quickly and we’re

movingwell.

Third, our integrationwith wireine. We can’t overstatethe

importanceof integrationof Cingular, SBC andBell South.
This is an opportunitywewill pursueaggressivelyandfourth,
anotheropportunity.Yes,wirelessnumberportability. I’m sure
you wantto know ourexpectationsaroundthis, ourplansand

wonderwhetherwe cansustainour growthgoingforward with
this issuein front ofus.
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Well, let’s briefly reviewwhat hasbeenaccomplishedbefore
we talk about where Cingular’s going. When I arrived at

Cingular about a year ago now, I saw more promise than
performance.My priority hasbeento getthecompanygrowing
again, quickly andprofitably.

The first stepwe took was to put leadershipfocusback in the
local markets.To let thosethat were closestto thecustomers

andthecustomers’issuesmakethecustonserimpactingdecisions.
We put sales, marketing and P&L responsibility and
accountabilityback in the local niarkets andthe resultswere
pretty impressiveandimnsediate.

Our secondfocus was improve our marketingmessage.We
neededsomethingour customerscouldgettheir antis around,
that goesto our “Cingularfits you best”.A tagline thatmatches
ourintensefocuson theneedsof eachcustonser.

The third changewasto capitalizeonour relationshipwith SBC
and Bell South.Initially, therewas no brand associationwith
trust,stability andservicequality that’sinherentwith thesvireine

brand.Cingularaddedthis tie in to itsadvertisingandasyou’ve
seenin our numbers,it is making a difference.

Grossaddshavegrown for thefourth consecutivequarterand
reachednearly2.7 million last quarter,our bestquarterever.
Up 21%front the secondquarter.Looking atgrossaddsshare
over thelast four quarters,Cingular’s resultsare clearly front
solid marketperformancenot just riding industrygrowth.

Our21%flow shareof grossaddsduringthequarterrepresents
threequarteesof continuedimprovements.Moving Cingular
from a distantfifth to a solid secondplacein less thana year.

We havereestablishedCingular in the marketplace.We have
solidmomentunsandwe aremovingtowardsbestin class.

Ourwinning in thensarketplaceis partlydriven by ourextensive
retaildistribution,86,0()0strong.Thesechannelsareperforming
well but anotherchannel,the wireline channel,gives us a
long-termcompetitive advantage.A key - a big key to our

recent subscribergrowth hasbeen the wireine distribution
channelmostlyfrom SBC.

Themassivesvirelinesaleschannelaresecondonly to Cingular’s
own direct channelsandtheirability to sell andtheacquisition
cost associatedto this channelare amongthevery best.Third
quartergrosssalesby this channel,thewireine,totaled295,0(X)

or 14% of total Cingular salesand most of thesesaleswere
bundledwith ivireineserviceson a singlebill.

Our regainedfocus showsin the numbers.The 745,0(X) net
addsfor thethird quarterwasthehighestsincethefirst quarter
of’Ol and92%ofournetaddswerecontractservices,post-paid;

that’s687,0()0contractcustomers,a Cingular best.

We’ve doneall of this despite the fact that we were deeply
involvedin a GSM overlay.Revenuesof$4 billion in thequarter
wereup4.4%sequentiallybutasyou sawandknow,ourmargins
wereunderpressureandcustomerchumis toohigh. Thecurrent

marginsandchurnrates areunacceptable.Weknowthat.

We knowwhat is causingthis andwe know whatwe needto
do. It won’t be fixedovernight,but it will befixed. Customers
basicallytheir servicesubscribersbasedon networkperformance,

customerserviceor price. Cingular is workingaggressivelyto
reducethechurn andimprovethensargins.We’re committed
to breakout ofthe packandclosethegap on thebestin class
for growth,churnandmargins.

To move these metrics, we have to improve the customer
experience.We recentlyidentified 14 key initiatives that are

impactingopportunitiesfor usatCingular.Theseinitiativesare
designedto improveourcustomerexperiencefrom thedaythe
customerbeginsthinking aboutbuying wirelessuntil the day
theyarea long-termcustomerfor Cingular.

It is simplifying processesto drive long-termbenefitsfor both
thecustomerandfor Cingular.The resultswill bemoresatisfied
customerswith fewerreasonsto call usaboutissues,fewerissues
to addressaroundservice,billing, paymentandso forth.

Cingular will benefit from this with lower churn, lower costs
andhighermargins.We haveshortsayingsatCingular.Oneis,
“what getsmeasuresgetsmanagedandwhatgetsfocusedgets
fixed”. This issue is beingfocusedon andit will be fixed.

Tosucceedin a competitivefiled like we’re in, we must have
a fundamentalstrongfoundationto build from. Our network
footprint is that foundation.It is extensive with 263 million

POTS and 23 million subscribers.To further enhanceour
network,Cingular’sagreedto acquirespectrumfromNextWave
coveringover 83 million POTSfor $1.4billion andshouldclose

in early‘04.

This spectrumis heavilyweighted in major marketswhere
Cingular alreadyoperates,this expandsthedepthandreachof
our networksandouraveragespectrumin thetop 1(X) markets

increasesfrom30 to over34MHz. Wewill seesomeimmediate
benefits from this spectrumthat’ll serveusbetterin long—term
growth.
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Additionally, we’ve been actively acquiring and swapping
spectrumfront othercarriers.Recentdealsincludelocationsin
Texas,Florida, Maryland,LouisianaandArkansas.Achieving a

nationwide GSM footprint is essentialfor our future. GSM
provides us with the most advanced application, handsets,
economiesof scales,datavoice capacity,a quickpath to higher
dataspeedsandenhancedinternationalroaming.

Thesearetwo - therearetwo partsofour GSM effort. Thefirst
is to transition our own network to GSM. Cingular’s GSM
overlayis aheadofscheduleasMr. Whitacrementioned.We’ve
converted92%ofour coveredPOTS,including all ofour nsajor

marketsandthe remainingareasto beconverted,shownhere
in theblue,will bedonenextyear.

This transition is complexbut our overlayapproachhasbeen
smart.Weknow GSM,we understandthetechnologyandwe
knowwhat it takesto do it right. Feedbackfromthesecustomers

that we’ve convertedhasbeengood. With GSM we’re now
beginning to enjoy the unprecedentednew products, the
efficienciesandthecustomerexperiencewe expected.

The secondpartofthe GSM conversionis aneffort to ensure
nationwideGSM coverageeither throughour network,joint

ventures,orthroughroamingpartnees.We havebeenworking
aggressivelywith other carriersto getthis done.30 new U.S.
GSM roamingagreementshavebeensignedsincethe 1st ofthe
year.Evenmoreimpressiveis that theseagreementsallow us to
roamathalf therateofthetraditionalTDMA rates.

By theendoftheyear,the GSMnetworksofCingularandour
roamingpartnerswill cover nearly 90% of the entire U.S.
populationandincreasingto almost94%by theendof’04. Most

importantly is that we provide roaming— or networkservices
whereourcustomersusetheirminutes.By theendofthis year,

we’ll haveGSM serviceavailablewhere93%of our customers
usetheirminutestodayandincreasingthat to 99%by theend
of nextyear.

Whenyou addall of this together,you’re lookingata national
carrierwith astronglocal focus.CombiningCingular’sextensive
network with the footprint of the wireline assetscreatesa

far—reachingassetbaseto launchnew integratedservices.

80%of Cingular’s 23 million subscribersresidewhereSBC or
Bell Southofferwireline servicesandthevast majority of their

79 million accesslinesarewithin Cingular’sservicearea.This
representssignificant opportunityparticularlywhen you look
to numberportability.

Andwe’rereadyfor nunsberportability. Wehavebeenretaining
ourbestcustomers,increasingourcustomersundercontractto
over 70%with the majority on two-year contracts.Handset
upgradeshavebeen instrumentalin attractingmany customers

to new contractswith 9% of our base upgrading to GSM
handsetsin thelast quarter.

And, aswe havesaid,we arenearlycompletewith our GSM
overlay.The GSM handsetsare driving customersinto our

stores.Storetraffic is up 40% in someof our most recently
convertedmarkets.The benefits to Cingularwith thisis more
thanjustgettingcustonserson newcontractsbut it helpsmigrate
our customersto our new network. We now have 40%
subscriberson GSMhandsets,up front35%just six weeksago.

We have signedportability agreementswith all other major
carriers.Operationally,we have upgradedour systemsto port
customersandourportability callcenteris readyto go.And, as

Raynsentioned,weareunder-penetratedin thebusinessmarket
which representsless than 10%of ourcustomers.

This is an opportunity we plan to exploit with number
portability Thereally big opportunitywill comewith products

and servicesthat give thecustomersthebenefitofbothwireless
and wireline. The mobility of wireless and the security,

convenienceandreliability of wireine.

Custonserswantbothandwe believewehavethecompanies-
we believethat we arethe companythat gets this basicpoint
andwe cangive thecustomersthebenefitof a singlenumber
andwe alreadyaredoingthatwith ourfast forward serviceand

wecanwin with this in abig way; that’swherewe’re focused.

Most of the early conventionalwisdomseemsto think about
numberportabilitythat it’s aneitherortermbut thefact is, from
thecustomer’spoint of view, it’s not atechnologydecision.It’s
aboutvalue andbenefits.We believethe customerwill move

beyondeitherorto abothandconceptwheretheygetthevalue
ofintegratedsvirelessandwireinewith a unifiedsetoffeatures.

Theygetextrareliability, theyalsogetaccessto DSL.

We’ve alreadytakenhugestepsin this directionandwehavea
lot of potential in front of us. It won’t be long before the

customersnot only have the ability to integratewireline and
wirelessproducts,but they’ll expectit and with the largest
wirelesswireine overlap,Cingular, alongwith SBC andBell
South, bring a value proposition that it’ll be difficult if not

impossiblefor mostto meet.
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We startedthis integrationprocesswith the single bill. Then
we addedyour combinedsvireine, wireless voice mailbox.

RecentlyweaddedthePCto wirelessmessagingcapability.We
just broadly launchedour fast forward product and salesare
approacha thousanda day. In the nearfuture, SBC will be

launchingunified communicationswhichallowsfor integrated
messaging,e—mail,wirelessandwirelinevoicemail.

Wearealsoworkingon theintegratedWi-Fi solutionallowing

customersto enjoya seanilessbroadbandexperiencebetween
home or office. SBC’s freedom link Wi-Fi hot spots and
Cingular edgenetwork We believe thesekind of effortsare a
competitiveadvantageandwe intend to exploit them on an
acceleratedbasis. And the integratedproduct portfolio that
positionsus to win in neartermopportunity,wireless number

portability is anopportunity.

Cingularis a much- is in a muchdifferentplacethanit was12
monthsago. We havemadeprogress.The intensityandspeed
in which managementhasgraspedthis is gratifying and,asyou
can see from all this progress, Cingular is a much more

productiveassetfor its owners.A muchmorevaluableasset.It
is strongeroperationallyandit is betterpositionedfor thefuture.

Goingforward,wewill continueto investin ournetworks.We
continueto improvethecustomerexperience.Wewill exploit
new productsand market opportunitiesand will differentiate
throughintegrationwith wireine.

At Cingular,we knowour strengths,our opportunitiesandour
customersandwe will executewith a drivenfocus. I thankyou

againandnow turnit back to Ed for closingcomments.

EdwardWisitacre- ChairmanandCEO - SBC~3oininunications
Inc.

Well, thank you very nsuch,Stan. I know you havea lot of
questions,so I won’t takemuch time herebut let me quickly
recapsomeimportantpoints.

We dohave a clear,focusedplanatSBC andwe’re beginning
to delivergood results.Wedohaveaprovenrecordofexecution
in DSL, long-distance,wireless.And in costmanagement,we’re
executingata high level atSBC andyou can rest assuredwe
will keepthat intensityhigh.

Third, SBC hassubstantialopportunitiesahead.Long-distance
in the Midwest, the largebusinessspace,SBC dish, Cingular

andin DSL wherewe think we’ve just scratchedthe surface.

There is alot of opportunityaheadfor SBC. Plus,at SBC, we
have astrongbalancesheetandwe havethefinancialstrength
to executeourmajor initiativesandreturnvalueto our owners.

I havea lot ofconfidencein our ability to getthat done.

Lookingaheadto 2(X)4, you canexpecttwo thingsfrom SBC.
Strong effective marketplaceexecutionand disciplined cost

management.We are confidentas we move forward,we will
seerevenuetrendsstabilizeleadingto positiveyear-over-year
growth by the end ofnextyear; that includesthe resultsfrom
Cingular.

We expectDSL net addsto continue to ramp. We expect
consumerretail long-distancepenetrationof nsore than 40%

companywideby nextyearandwe expectMidwest accesslines
to trendwith whatwe’ve seenin otherregions.

Our marketinginitiatives - our marketinginitiativesaregoing
to continueto haveanimpactin nsarginsin thenearterns.With
progresson access lines and revenue and with continuous
improvementon the cost side ofour business,by the end of

nextyearwe know marginswill stabilize.

You canexpectusto bevery disciplinedoncapex.2(X)4 is now

targetedat$5 billion. And you can expectthat we will put a
premium on returning valueto our shareowners.Again, we
have good opportunitiesaheadat SBC. We’reexecutingata
high levelandI’m veryconfidentin ourability to deliverto our

shareowners.

With that, I’d like to ask,not only our presenters,but therest
oftheseniormanagementteamatSBC to comeon up,Randall,
all ofyou comeon up. This is not in thescriptbut sincewe’re
going to answerany questionaboutSBC, you shouldseethe
seniormanagementteamandwedohavethebestmanagement

teans.

QUESTIONS AND ANSWERS

Stan Sigmun- Presidentand CEO - Cingular Wireless

All of us areavailablefor Q&A andso, we’re readyforthe first

question.

Yes.
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Unidentified Participant

This isa questionfor Rayand,I guess,alsoto anextentRandall.
Ray,you did agoodjob of segmentingthebusinessmarketfor
us andclearlythebiggestdollaropportunityfor you is thelarge
businesssegmentandthat’s evenjust looking at thebusiness
whoarelargely basedor up to 50%basedin regionin termsof

wheretheir footprint is or wheretheirpremisesare.

I wonder if you could talk a bit to your ability to be

cost-competitive,becauseon the onehandfor largebusiness,
clearly you havean advantagein regionfrom a cost of goods
soldpoint ofview. You haveubiquitouslast mile accessbut as
you go Out ofregionthere’ssomethingof adisadvantageasyou
haveto buy lastmile accessfrom others?

On the long haul network, our costs really comparepretty
favorablywith thecarriers.Wehaveto, ofcourse,becomevery

effectiveandefficient in acquiringlocal accessout ofregionbut
remember,we have switchesright now in 30 regionsoutside
of ournetwork.

So webelieve,all in, we canbe verypricecompetitiveand,in
fact,ona lot ofthebids that I’m lookingat right now andI see
a lot of them that go acrossall of the different regions,we are

beingvery costcompetitive.

Unidentified Participant

OK.

And also, I wonderhow the costequationworks, particularly
in termsofserviceand support competingagainstthe who’ve
got very big in the scalein thelargebusinessmarket?And, I

guess,thebottomline is, if we look at the IX C (ph) ‘s you
know, they’reachievingwhat - you know, by SBC standards,
wouldnot beparticularlygoodmarginsat the 15 to 25%level
roughlyon anEBITDA basis.

You know, canyou competeand,if anything,getabove that
marginlevelwhich, I guess,againfrom Randall’spointofview,
isn’t thesort offigure ideally you’d beaimingfor?

Rayford Wilkins - GroupPresident- Marketingand Sales- SBC
CommunicationsInc.

Well, I think you almost amweredyour own question.When
you look at it overall, thelast mile or thepresenceat thelocal
levelreally determinesa lot of thecostfactors.Whenyou start
lookingat thelonghaulnetwork,theincrementalcost is very,
verysmall.

Unidentified Participant

EdwardWhitacre- Chairmanand CEO - SBCG’o,nmunications
Inc.

Long question,longanswer.Yes,sir.

Unidentified Participant

Thanks,actuallyaquestionfor Bill, I think. Asyou look at the

S V C (ph) ‘s review,whatdo you think thetimingis ofsome
type offinal decisionfrom them?Thenwhatdoyou think the
processis goingto beto actually- if you hypotheticallysaythat
they do iniprove the methodologyby which tel r ec (ph) is
calculated,to actually turning that into a positive impact on

wholesaleprices?

Oneofthereasonswe’refocusingon thosecustonsersthat have
a lot oftheir locationsin ourterritory is becauseasyou look at
a combinednetwork, both in region and out of region, we

believethat we have a cost advantageover AT&T, MCI and
othersbecausetheybuy a lot oftheir local accessfront us and
or theotherregionalBell companies.

As a result,we are having a focusedapproachtowards the
enterprisemarketplace.Onceagain,that doesn’tnieanthatwe
won’t go afterotheropportunitiesand we’ll beselectiveaswe
do that butwe knowthat, on those,we havea costadvantage.

Bill Daley - President- SBCCommunications

Ourbestguessis probablysomewherearoundninemonths.So
we’re talking late Springof ‘04 andthenwe would expectan
aggressiveprogramat the Statelevel to getthe Statesto then
respond and come up with some rates that are realistic
consideringthechangesthey’ll make.

We do havesomeStatesmoving forward right now on u n i
(ph) pricesandwe expectthereto besomesuccesson afew of

those.But I think ninemonthsis probably a realisticdate and
thenafter thatwithin six monthswe shouldseesomeStateaction
released.
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Unidentified Participant

Fairenough.

Edward Whitacre - Chairmanand CEO - SBCC’oinmunications
Inc.

Yes,sir.

Unidentified Participant

Thanks. Onefor Rayand onefor Randall.Ray, canyou talk

a little bit aboutthevideo strategy?How aggressiveyou plan
onbeingon marketingand,kind of, whatyourtargetmight be
a coupleof yearsfrom nowin termsofsubscribers?

Rayford Wilkins - Group President- Marketingand Sales- SBC
CommunicationsInc.

In termsof earningsguidanceor earningsforecasts,obviously
wedon’t giveearningsforecastsatall. Wehavesomeofthebest

andbrightestanalystsin the countryin hereand I think based
on thehistoricaltrendsofwhatwe’ve givenyou, somebodyas
snsartasyou, Tim, wouldprobablydo a goodjob atthat.

But wedoexpectmarginstostabilizethoughtowardsnextyear.

You know, the preponderanceof our marginpressureis not
pricing.Ourmarginspressuresarecomingfromaccessline losses
and the lion’s shareof the accessline lossesareMidwest and
you’veseenwhatyou oughtto beableto expectaswepenetrate
long-distancein theMidwest. So asyou slow downaccessline
losses,marginsshould stabilize towards the end of year,next

year.

And, Randall,Ed waskind enoughto give us the, kind of,
hurdlethat revenueswill startto grow againby theendofnext

year. Canyou talk a little bit aboutearnings,whenyou think
that mightbeableto startgrowingagain?

Edward Whitacre - Chairmanand CEO - SBCCommunications
Inc.

Yes.Up there.Yeah.

Rayford Wilkins - Group President- Marketingand Sales- SBC
CommunicationsInc.

Well, in termsof -

Mike CofFee - ManagingDirector ofInvestorRelations - SBC
C’ommunicationsInc.

OK. We have a questionin the balcony.

Edward Whitacre - Chairmanand CEO - SBCCommunications
Ins.

He can’t talk about that. But he’ll talk about it. Go ahead,

Randall.

Unidentified Participant

Ray, I’ni going to questionon DSL. You indicatedthat about
50% ofyour lines- or over 50% of yourlines canachieve4 to
6 megs,anda couple of questionsin that respect.

Randall Stephenson- (FO - SBCCommunications

He’ll talk about theotherone,I won’t talk aboutit. In term.sof

SBC dish, we’re rolling it Outthroughall ofour Statesinitially.
Wethink that we’re goingto be very, very successful. I’ns not
goingto releaseactualtargetednumbers. I have theni. In fact,
Ed and I have talkedquite a bit aboutthensand he said the

biggerthebetteris whathe told me.

But I really believethat we’re goingto bevery successfulwith
SBCdish but I’m not releasingany targetednumbersright now

in termsofoverall growth.

First ofall, are theyconcentratedenoughsothatyou canactually
target marketto thosecustomersor are theyscatteredbecause

of distancefromtheCO difficult?

Second,when will that kind of speedbe relevant,really, to a
businessplan? And, third, whatare you expectingasit relates

to cable companiescutting price andwhen this will, sort of,
comeintoplay.What’s embeddedin yourbusinessplanin that
respect?

Rayford Wilkins - GroupPresident- Marketing and Sales- SBC
CommunicationsInc.

OK. Let me begin with your first question. They are
concentratedenough.They’reall undereight k i 10 fe e t (ph)
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from theCentral Office. We know where theyare. We have
demographicsassociatedwith those.Also, thereis theability to

go at theRT and really begin to deliver even higher speeds
evenpasttheRT. So we haveroughly50%of our customers
right now who cangetthat four to six megabitsand it really
becomesrelevantwhen applicationsreally drive the need for
increasedspeed.

We do sell a lot of speedtiers right now, as we call them,
particularlyin thebusinesssegmentwhereyou haveapplications
thatreallyrequirethattypeof bandwidth.But downmarketin
the consumerand nuts niarketareas,thoseapplicationsreally

don’texist right now.

Most applicationsand or serversareat aboutone and a half

megs.So,wearereadyandpoisedas thoseapplicationsdevelop.
And if you go andlook at someoftheEuropeanareasandif
you look attheAsiancommunity,theyhavesomeapplications
nowthat arebeginningto requirethosespeeds.

So we are poised and readyto deliver those when those
applicationsdevelop.Whatwashis other question?Oh,price
compressionfrom cablecompany.

Right now, we’re not seeingmuch movement other than
Comcast.They’vegot acoupleofsmall switchingoffersatlower
speedlevels, 768kiobits andbelow.We believethat thevalue
propositionwe’ve put in the marketplaceat $26.95, 1.5 megs
for ourpackage- packagesright now is a muchbettervalueand

right now we’re notseeingany trail off at all in our sales.

So wefeelvery optimistic thatwe canconspetewith thecable
companies.But if andwhentheneedarises,we will compete
andwewill be thebroadbandleader.

Unidentified Participant

Randall,acoupleof questions.Johnhadtalkedaboutachieving
costreductionsofabout1.3billion annuallyby theendof2(X)6,
can you commenton whatcostswould needto beincurredto

getat thosekind of savingsor, alternatively,what kind of
paybackyou’dbe lookingat.

And, secondly,onpensions,that wouldobviouslybeembedded

within yournsargintrendcomment,canyou giveus anideaof
whatassumptionsyou’relooking at?

RandallStephenson- CEO - SBCCommunications

Yeah.The firstone,in termsofwhatkind ofinvestment’sgoing
to berequiredto getthe 1.3 billion, therearegoingto besome
capital costs incurred. They’re more in John Stenky’s

organization.It’s IT type developmentto makemost of that
happen.Some severance,althoughnot significant amountsof
severance.We think we’ll be able to do most of this with

attrition.

And so, bottomline, you know, we’re looking at spending5
billion this year,5 billion nextyear, inherent in those capital
numbersarethecostsrequiredto do theseinitiatives.So it’s not
significantenoughthatit’s goingto moveourcapitalforecasting

by niuch.

In termsof thepensionandretireemedical costsfor nextyear,
we’re not lookingat significantpressuregoing into nextyear.

I’m not going to give assumptionsin termsof what’s behind
thosebut,atthisstage,givenwhatwe’ve gotbehindus thisyear,
it doesn’tlook like we’regoingto havesignificantpressurefrom
thoselines going intonextyear.

Edward Whitacre - Chairmanand CEO - SBCComnmunications
Inc.

In theinterestsofnsakingthatmaybenioredear,theengineering
strategyin the Midwest and California call for nsorecentral
officesandlessdistributionplan.So, in thosecases,in thosetwo

companies,it’s moreconcentratedandwe’reableto coralalittle
better than Southwestwhich tendsto havelongerloops.But
theanswerto yourquestionis exactlywhatRaysaidandthat

is, we do haveahandleon it andcan reachit with thosekind
of speeds.

Unidentified Participant

OK.

Edward Whitacre - Chairmanand CEO - SBCC’omnmnunications
Inc.

Any otherquestions?Yes. It’s hard to seewho that is; is that
you, Richard?

Yes. Unidentified Participant

Yes,you’ve got it.
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Edward Whitacre - Chairmanand CEO - SBCCommunications
Inc.

OK

Unidentified Participant

I understandwhatyou were sayingaboutthe opportunityfor
linking up wireine and wireless but I waswondering if you
couldtouch,oranyoneon thestagereally, couldtouchon the
issue- kind ofsomeexpectationon howmuchyou seewireless

substitutionacceleratinggoinginto nextyearassumingwireline
to wirelessnunsberportability expands?

Unidentified Participant

Thanks,Ed.We touchedalittle bit on cabletelephonybutjust
to dig a little bit furtherinto it, obviously Cox hasproventhey

cantakesharewith thecircuit switchoffer it hasnow and,you
know,they’vetalkedaboutvoice over IP, maybethatbeingan
impactfor you maybein ‘05.

I’mjust curious,you know,you’relooking for lines- trendsto
improvelatenextyear,howbig a threatdo you viewthat right
now andhowaggressivedo you needto betoday in response
to thatanticipationof it?

I don’tknow if there’sany easyanswerto that.
EdwardWhitacre - Chairmanand CEO - SBCC’omnmnunications
Inc.

Unidentified Participant

Thereisn’t aneasyanswerandI probablycan talk aboutthat as
well asanybody.It’s goingto continueto accelerate.Therewill

be substitutionof wireline for wireless.We don’t know. It’s
probably7%or 8% now. It’s hard to know.How muchhigher
it goes,I don’tknow but,you know,wireline’snotgoingaway.
I personallythink it’s not going ashigh asyou mightbe led to

believeby reading.

I do think therearetremendousopportunities,asStanexplained,
betweenthe wireline andthesvirelesscompaniesbut I don’t

know what thepercentgoesto nextyear. I don’t know how
quickly thatgoes.Fastforward certainlyhelps.Otherthingshelp
but we’re convincedit’ll continue to grow. We don’t know
what that numberis.

EdwardWhitacre - ChairmanandCEO - SBCC’omnmnunications
Inc.

Yes.

Well, I think we need to bevigilant. I think we knowwe’re
going to lose lines to other technologiesbut we’re also very

aggressivelylooking at voiceover IP, utilizing it. What we’re
after, I’m sureit’s no secretto you, is marketshareandattractive
prices.Thinks that enhanceour servicesto our customers.

But we have to be very vigilant aboutthat. We have to be
preparedto meetthensin themarketplace.Are theygoing to
takesomeshare?You bet.Are we going to take some?Yeah,
we’regoing to takesonseback frons themtoo.

So we just have to be all over that and we are. F orest
Miller (ph) is spendinga greatdealoftime on that effortand
soall I cansayis we’re on top of that. Weknow- asyou know,
thereare a lot of regulatoryquestions,maybeevenlegislative

questionsaroundsomeofthesetechnologies.Butgiventhepast
trackrecord,you can’t rely on that so we haveto bereadyto
go andwe’retrying to get ourselvesin that position.It’s — it’s
who getsthe consumeror who getsthe customerand that’s

whatwe’re focusedon with bundles,with prices,with all that
kind of stuff. Yes.

Mike Coffee - ManagingDirector ofInvestorRelations- SBC
CommunicationsInc.

Mr. Whitacre,we havea questionin theback of theroom.

Edward Whitacre - (hairmnanand CEO - SBC(L’ommunications
Inc.

OK.

Unidentified Participant

Two quick questionsfor Mr. Whitacre on thevideoproduct.
There’s beensomediscussionaboutyour price point for the

triple playbeing$1(X) for voice video and data; doesthat seem

reasonable?And then,second,in termsof prioritizing markets
with thevideoproduct,is theideato goafterareaswhereyou’ve

sufferedthemostlosseslike in SanDiegoor is it reallyablanket
strategy acrossyour entire footprint? You know, kind of
inoculateyourselffrom the nextroundof competition.

CCBNStreetEvents streetevents@ccbn.com J 617.603.7900 J www.streetevents.com

© 2003 CCBN,com, Inc. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the prior
written consent of CCBN.com, Inc.



SBC - SBC Communications Analyst Meeting

FINAL TRANSCRIPT

Edward Whitacre - ChairmnanandCEO - SBCc’omnmnunications
Inc.

I think both of thosemake sense,but Raywants to addto it.
Ray.

Rayford Wilkins - GroupPresident- Marketingand Sales- SBC
ComnmnunicacionsInc.

Well, right nowbecauseI want to hit thensarketplacepretty
hardbut let meassureyou, we’re goingto be prettyaggressive

whenwe roll out the SBC dish product.Yes,we will go into
SanDiegovery hardbutwe’ll go otherplacesaswell. It won’t
bejust atotal blanketstrategybut it will beonereally targeted
towards picking up as much market shareas we can in the

shortestamountof timeframe.We reallyplanto hit themarket
prettyhardwith overall SBC dish.

But while they are new, really churn hasbeenanalyzedand
lookedatwith in servicelife for atleasta threeyearperiod.So
it’s not quite asshort asyou might expect.What we do know
is thataswe addadditionalitemsto thebundle,that churngoes
downandwe canmeasureit very scientifically.

Soweknow exactlywhatthein servicelife is fromoneproduct
to thenextproductandwith multiple bundles.

John Atterbury III - GroupPresident-- Operations- SBC

Theaveragepaybackperiodon themajority ofour projectsis
betweentwo, two andahalfyears.Andwe startedalot of these

projectsin thelatterpartof2(X)2 and,for example,in 2(X)3 we
savedaboutas much of expensein 2(X)3 as we spenton the
projects.But we won’t get the full benefituntil 2(X)6 for the

nsostpart.Two anda half yearson theseprojects.

Edward Whitacre - ChairmnanandCEO - SBCComnmnunications
Inc.

Yes.

Edward Whitacre - ChairmanandCEO - SBCComnmunications
Inc.

OK. Over here.

Unidentified Participant

Thanks.First a questionfor Ray. I waswondering if you could
talk aboutthe methodologythat you used to calculate the
iniprovementin chumon thedifferentbundles?And canyou
talk aboutthepotential risk to theanalysissincethebundlingis
still soyoungfor a lot ofyour customersthat thedenonsinator

is growing really fast but the numerator, which is the
disconnects,haven’thada chanceto catchup.

Andthensecondly,forJohnoncostcutting, it soundslike you’re

pretty far out of the gate in starting this processand I’m
wonderingif you could talk abouthow niuchof the savings
will flow through the P&L over the nextcoupleofyearsbefore

you getto thefinish line whichis the1.3 billion?

Unidentified Participant

Hi. Number one, would you take a look at MCI at the right

price onceit comesout of bankruptcy?Had to ask that, sorry.
Number two is, the guys outside are sayingthat you’re going
to offer a voiceoverIP product out ofregion, won’t that anger
your Cingularjoint venture partner in the Southeast?

Edward Whitacre - Chairmanand CEO - SBCComnmnunications
Inc.

Well, for your first questionabout MCI, we’re focusedon
growing our business.We think we have a goodstrategyand
we are going to focus organicallyor what we told you about
today.We’regoingto grow ourcompanyorganically.

Rayford Willdns - GroupPresident- Marketingand Sales- SBC
CommnunicationsInc.

OK. If you look at the in servicelife expectancy.we’ve been
trackingthat for a numberof years.Weknow what our initial
bundlesare, we know what theyare in long distance.We’ve

hadlong distancein Southwestfor threeyeatsand we’ve had
DSL for over three years.

Secondly,I’ve forgottenwhatit was.SomethingaboutCingular;
what wasit?

Unidentified Participant

Apparentlyyou’regoingto be offeringa voice over IP product

out of region;won’t that angerperhapsBell Southand-
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EdwardWhitacre - ChaionanandCEO - SBCC’omnmnunications
Inc.

Well, absolutelyit will. Andjust like if theycomein it’s going
to angerus. Of course,the answerto that is, yes, but it’s a

non-issue since we have a good partnershipand it’s not
happening.Impossibleto speculateon thingsthat don’thappen.

It’s kind of a curt answerwasn’t it but I don’t know how to
answerthat any differently.

portabilitybrings opportunityfor us in thatregardbecausethe
numberis really importantto thosecustomers.

And to give up that numberandcomeoverto anothercarrier,
wehadto createthereasons.So,we’vegot to createthesystems
andthepricepointsandtheproductsandoperations.Andwe’ve

got to leverageoff the relationshipthat Ray and his channel
alreadyhad. Does that answeryour question,Bill? No?

Yes,Bill.

Unidentified Participant

Bill Daley - President- SBCComnmnunications

I havea questionfor Stanthat’ssonsewhatsimilar. You’ve made

a powerfulcaseas to howyou combinewireine and wireless
in eachoftheterritoriesfor residentialwireless customers;how
doyou seeapproachingthebusinesscustontersandlinking that

with thevariousparentwireline?

Unidentified Participant

Bill, let metakeastabatthat

Unidentified Participant

StanSigmun- Presidentand CEO - Cingular Wireless

First of all, thanks. I’m gladyou askednsethat question.

Getthe microphone.

Unidentified Participant

Stan Sigmun - Presidentand CEO - Cingular Wireless

I’ns gladyou askedthatquestionbecauseI would hopingyou’d
aska question;that’s the first rime I’ve everseenyou out of a
bow-tie.As I tried to mentionin theslide, theB-to-B channel

or the B-to-B market, small businessall the way up to the
enterprise,there’satremendousopportunityfor Cingularbecause
‘sve don’t havea presencethere.

We’rebasically,by andlarge,andRayshowedit on his graph

in the total revenueopportunity where Cingular is, we’re a
consumermarket.Andwe haven’tgottentractionin thebusiness
marketbecausewe’vebeenguilty oftrying to force businessand

enterpriseinto consumerdistribution channels,consumerrate
plans,consumeroperationalsupport systems.We getit. We’re
fixing that.

We’re aligning ourselveswith a relationshipwith Rayandhis
distribution channel has with those accountsand nunsber

CCBNStreetEvents

Oneof thethingsthatwe’re lookingat right nowasweapproach
thelargebusinesssegmentis to really take thelead in termsof

bringingCingular in more thanwe havein thepast.

Therearea coupleof keythingsthat aregoingon in thebusiness
marketplace right now I talked about a little bit earlier,
convergence.As you put all of thosefeatureson a converged
networkandas thedemonstrationshows out there— you can

do things like follow-me type services that allows a single
numberfor that particularindividual in that enterpriseto go
anywheretheyareandthey canactually befollowed basedon

thevoice-overIP technology.

Thenextthing thatwe9.l dois we’ll havewhatwecall thesingle
mark.Asingle,minimum annualrevenuecommitmentthat will

alsoinclude Cingular spin aspart of that overall discountthat
that enterprisecould haveby doing businesswith SPCversus
someother company.So, thereareseveraldifferent wayswe
canlink it up.

Unidentified Participant

We’regoing to try to beveryclosewith Cingularandoursales
force,Bill, in thebusinessenterprisearena.

[ SBC - Sac CommunkationsAnalyst Meeting i

EdwardWhitacre - Chairmnanand CEO - SBCCommnunications

Inc.

Givehim themicrophone.
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Mike Coffee - ManagingDirectorofInvestorRelations- SBC
ComnmnunicationsInc.

Mr. Whitacre?

under 271, we may still have to providethosewho want a
providea competitorto thehouse.

So, we don’t know the answerto that question. That being
uncertain,that certainly would deteryou frons making any
furtherinvestment.Theservices-- so, we’reputting fiber further

out, muchfurther out. Thejustification of that, of course,is
higher speed DSL type services,broadband,video — be it
switchedorbroadcast-- all thosetypesofserviceswould bethe

justification for that.

Mike Coffee - ManagingDirectorofInvestorRelations- SBC
ComnmunicationsInc.

Mr. Whitacre,wehave a questionin thebalcony.

Unidentified Participant

In a flat capitalspendingenvironment,couldyou let us know
what your priorities are going to befor outside plant versus

LegacysystemsversusnextgenerationIP systems?

Edward Whitacre - ChairmnanandCEO - SBCComnmnunications
Inc.

OK.

Unidentified Participant

Thankyou. I wantedto askyou a questionaboutfiber to the
home. I wanted to get your thoughts on whetheryou’re a
proponentofanoverlayversusa newbuild?Whetheryou plan
to roll out fiber to the homes-- to either the home or to the
neighborhood?

And then,whatwouldbetheapplicationsyouhavein mindto

justify thecostof buildingout thefiber?

Edward Whitacre - Chairmnanand CEO - SBCComnmnunications
Inc.

Well, Mr. Stanky over there who runs IP is goingto get a big
chunk ofit as we consolidatecentersandtry to have common

suites of systemsto give our customersbetterservice. In our
corebusinesswe’regoing to maintainessentiallywhatwehave.
And thoseneedsare aboutlike they’vebeenin thepast,right?

Unidentified Participant

About that, yes.

Edward Whitacre - ChairmanandCEO - SBCcomnmnunications

Edward Whitacre - ChairmnanandCEO - SBCCommunications

Inc.

Well, that’s a multi-part questionand I’ll try andthen people
can chime in. We don’t seethe economicsof putting fiber all

theway to thehomeat this point in time. But we dearlyare
extendingfiber in ournetwork.

Inc.

Not significantly different thanmaintainingour core network.
And theremainder is scatteredover voiceover IP projects,those

sortsof things.

Yes?

We don’t want to tear up everybody’sdriveway, street,alley
and thereare still someregulatoryuncertainties.For example,
asyou know,broadbandin a greenfield situationis supposed

to be unregulated.

But thereis a question—Jim, correctmeif I’m wrong--under
the271 portionwhetherwe haveto provideapathto thehouse

or not. So, evenunder251 it’s notrequired.It’s a questionof

Unidentified Participant

A questionfor Stan andperhapsRandall. To what extentor

what chanceis therethat LNP wouldbe disruptiveenoughso
that you canactuallyseesomeofthe consolidationthat we’ve
all beentalking aboutfor thelast four or five years?Thanks.
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Stan Sigmun - Presidentand CEO - Cingular Wireless

Well, I cannotg a u g e (ph) it. LNP is not goingto begood
for theindustry. It’s notgoingto begood for anycarrierin the
industryshortterm,As all ofyou all know, there’snota carrier

in theindustry that’searningits cost to capital. Cingularis best
in classin that.

And so, this is going to betaking cash and giving it to the

consumers.It’s agood thingfor theconsumers,but it’s not good
for the industry and it just makes a weak industry weaker.
There’sno doubtaboutit.

Unidentified Participant

John Atterbury Ill - GroupPresident-- Operations- SBC

Well, you’renotexactly right, OK? Firstofall, the 1.3wasboth
expenseandcapital. Clearly, themajority is expense.The 550

is in the1.3, but I didn’t talk aboutall theotherthings.

I mean,thecallcenterconsolidationcanfit into partofthat 550
aswell,OK?Becausesomeofthosemetricsmeasurecall centers.
Thosebestin classmetrics.So,I didn’t talk aboutthe,you know,
like five or six casesout of maybe100. But whenyou addup

all that 1(X), that’swhat the 1.3 billion is. But the 550 is in the
1.3.

The 417? That’s short term. No. No,no, no.

This questionis

Unidentified Participant

Edward Whitacre - ChairmnanandCEO - SBCComnmnunications
Inc.

He’s hadhis handup a longtinse.
John Atterbury Ill - Group President-- Operations- SBC

Unidentified Participant
Yes,yes,yes. I’m sorry.

And it’s an easy question.

Edward Whitacre - ChairmanandCEO - SBCC’omnmnunications
Inc.

Oh, good.

Unidentified Participant

ForJohn-- becauseit’s amath question.John, I waslooking at
the1.3 billion you hadbuilt up in savingsfor 2003 orby 2006.

And I waskind of flipping back at what the componentswere
andI had—— Ijust want to makesureI’ve got thisright.

I’ve got 550 million ofthat coming fromproductivity. Mainly

from servicetax andcentralofficesandsoforth.And thenthere
wasanother 417 in non-wageit lookedlike. When I addedup
all thoselittle piecesyou hadin yourchart.

Andthenthat leaveslike about333 million or soofsomething

else. Couldyou let me know if I’ve got that right first, one?
Andthentwo, is thereanother333 ofsonsethingthat I needto
know?

Unidentified Participant

OK. Yes, sir? He didn’t wantyou to havethe Mic. There.

Unidentified Participant

This is a questionfor Stan. Stan, if I remembercorrectly from
your Monday presentation,you said that churn amongyour

GSM customersis higherthantheTDMA (ph) . AndI’mjust
kind ofcuriousif that is — it’s not true?Oh, OK.

Stan Signiun - Presidentand CEO - Cingular Wireless

I don’t recall sayingthat and if I said that, that would be -- I

don’t know whereI would havesaid thatfrom. I don’t recall
sayingthat.

Churn from our GSM customersis higher thanour T DM A
(ph) customers?I don’t think that’s true. Yes?

Unidentified Participant

OK.
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Unidentified Participant
Unidentified Participant

This questionis for Mr. Signiun.I waswonderingif you could
tell me,what is theaveragelengthoftime remainingon your
wirelesscustomer’scontracts?Ifyou can’t bespecific,couldyou
atleastsaywhetherit’s moreor lessthanayear?

That’s a goodamwer.That’s a goodanswer!

Rayford Wilkins - Group President- Marketingand Sales- SBC
CommunicationsInc.

Stan Sigmun - PresidentandCEO - Cingular Wireless

Now, whatwasthesecond-- you hadanotherquestion?

It’s morethanayear. As I mentionedit in nsy presentation,we
have70% ofoursubscribersundercontract.Most ofthem are
on a two yearcontract.I can’tbensorespecificthanthat right

now.

Unidentified Participant

Yes?

Unidentified Participant

Yes, this questionis for Ray. I’m trying to geta handleon the
consumermarket.Youknow,you talkedaboutyourownchum
there.Do you haveany intelligenceon whatyourcompetitor
churnis?ParticularlyAT&T andMCI?

And I guess,secondarily,canyou talk aboutgrosslossesorgross
lossesgoingdownin additionto netlosses?Thanks.

Unidentified Participant

RayfordWilkins - Group President- Marketingand Sales- SBC
ComnmnunicationsInc.

Oh,grosscompetitivelossesare going down. We do measure
that andthat’soneofthewayswelook atour win backs.I don’t
have the percentages.We only releasethe net, becausethat’s
usuallywhateverybodylooks at.But I cantell you, they have

droppedsubstantially.

As we enterinto long distancein everyoneof the space,you
canseea precipitousdrop immediatelyin thoseparticularlosses.
Now, that doesn’tmeanwestill don’thavelosses,but that’sone
of the ways we really drive up the win back rates. In other

words, we’re moreeffective on thewin backandwe’re losing
fewerlines.

Rayford Willcins - GroupPresident- MarketingandSales- SBC
ComnmnunicationsInc.

Sure. If you look, first of all, at our conspetitorschurn I don’t
have theiractualstatistics.I’m trying to drive it up higherthan
it is right now.And I can tell you that our win back rates have

increasedsubstantially,particularlyin theSouthwestandWest.

Let’s take theWest, for example.In the first quarterour win
back ratestherewere38%.We’renowhitting at 66%win back
rates. That meansthey’ve got to be going up substantially.
Southwestwent from about66% in the firstquarterto 86%in
thethird quarter.

So, I don’t knowwhat their churnratesare,butwhatrverthey
are, they’regoing up.And my job isto makethem goup faster.

Unidentified Participant

Thankyou. You mentionedthat you expectmarginstabilityby

theendofnextyear.Andwhat I’m curious about is, sincethere’s
beencompressionof, you know,4% or5% overthosepastfew
quarters,onceyou getto the endof nextyear,what lines of
your business,then, do you expect might be able to add

incrementalmarginsto bring you backup into theupper30’s?
Or are wejust relegatedto seeingmid—30’s, low 30’s F.BITDA
margins?

And thensecond question,with wire line or 100%wire line
portingnow cominginto play, can you give us anideaofhow
to look at the expenseor incrementalcostof that andwhether
that’s imbeddedin your2(X)4 expensesasofyet?
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Edward Whitacre - Chairmnanand CEO - SBCComnmnunications
Inc.

Unidentified Participant

Randall,do you wantto try?

Stan Sigmun - PresidentandCEO - Cingular Wireless
Randall Stephenson- (EO - SBC(?omnmunications

In tennsof the nsargins,I mean,you’ve seen the margins
graduallywork their way down. The objective is to stabilize
accessline losses.And you saw Ray’s chartaboutwhat the
opportunityis in theMidwest. Theonethingthat would cause

marginsto expandwouldbe if you actuallystartedtakinglines
back.We’ll see.

Wire line portability?

Edward Whitacre - (~hairmanandCEO - SBCC’omnmnunications
Inc.

Wireline to

I mean,we’ll haveto seeif we canactuallyexpand,you know,

or increasepenetrationon accesslines and causemarginsto
expand.Thenew serviceswe’re going into -- veryspecifically
thehighendbusinessandmediumendbusiness-- thosearejust
inherentlylowermarginbusinessthanwe’ve traditionallybeen

in.

Stan Sigmun - Presidentand CEO - Cingular Wireless

Thereareno significantincrementalcostsassociatedwith wire

line numberportability. I mean,we’ve beenporting numbers
on the wire line side for a few years.And it’s no inherently
differentto do it wirelessthanit is wire line.

The differenceis, they’revery low capital intensitybusinesses.
So, thelower marginsare, you know,actually, I’m goodwith
that. Theyrequirelesscapital,slightly lower margins.Thatwill
probably keep margins, you know, at a stable range.Not

necessarilyexpandingas wegetinto nextyear,but stabilizing.
And it’s just lowercapital intensitybusiness.

Edward Whitacre - ChairmnanandCEO - SBCC’ommnunications
Inc.

Right.

Stan Sigmun - Presidentand CEO - CingularWireless

Edward Whitacre - ChairmnanandCEO - SBCComnmnunications
Inc.

Is thatyour question?

I might add to that. We’ve beenhit harderthan the other

companieson these U n i - P (ph) rates. And we thoroughly
believethere’ssomeupwardopportunityon thoseu n i - r a t e

(ph) in thenextfewmonthsbecausewe’vehadlowerratesthan
any othercompany.So,we’ve probablylost more due to that,
butwehavensoreopportunitycomingbackto gainthose,right?
And have some expansion— multiple expansion-- margin

expansion.

Unidentified Participant

Yes.

Mike Coffee - ManagingDirector ofInvestorRelations- SBC
ComnmnunicationsInc.

Mr. Whitacre,wehavetime for onemorequestion.

Unidentified Participant

In term.s of the wirelessLNP impact, I think, Stan, you’re
spendingpretty hot right now trying to basically preparefor
wirelessnumberportability.You’renotgoing to seethosecosts
probably come down in Q4, but I’d say they’re probably

embeddedin therefor thenextcouplequarters. Unidentified Participant

I didn’t want to stealthelast onewith a secondquestion,but I
guess.Randall,if your revenuetrendsandmargin trends-— it

Edward Whitacre - Chairmnanand CEO- SBCComnmnunications
Inc.

OK,
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sounds like not just for 2(X)4, but for long term — is so BISnAIMER
dependenton accesslines, yourshowing4%line declinesover

CCBN reservesthe nghtto make changesto documents, content.orother information
the past several quarters as has the rest of the industry. orithiswebsitewithoutobligationtonotifyanypersonofsuchchanges.
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back and flatten st out over time? forward looking statement based on a number of Important factors and risks,which
are morespecificaibridentified Inthe companies’ most recentSECfillngs. Althoughthe
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To me I would not — I wouldarguethemain driver ofrevenues
going forward is not necessarilyaccessline. It’s a big driver,but
the main driver over the next couple of yearsare going to be

these businessinitiatives that you heard Ray talk abouttoday.
Thosearebig revenueopportunities.And thosewill be the areas
that havethebiggestlift on revenue-- aswell asDSL.

So,you know,accesslines. Will theycontinueto trend dosvn

at 4%? I don’tthink so. A lot of that is economicdriven right
now andif you getinto a vibranteconomy,housingstarts,et
cetera,I do expectaccessline trendsto stabilizeto something
betterthan down4%.

Unidentified Participant

OK.

Edward Whitacre - ChairmnanandCEO - SBC(?omnmnunications
Inc.

Thankyou for coming. We appreciateit. We’ll stick around
herealittle bit if you havemorequestions.Thanksagain.
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